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SUB J : POSSIBLE GOE MOVE TO VALUE HIGHER PERCENTAGE OF IMPORT 
COMMODITIES AT PARALLEL RATE 

1 . EGYPTIAN AND AMERICAN BANKING SOURCES TOLD EMBOFFS 
RECENTLY THAT GOE HAS DECIDED TO VALUE EIGHTY PERCENT OF 
IMPORTED COMMODITIES - E.G. INTERMEDIATE, CAPITAL AND 
LUXURY GOODS - AT PARALLEL RATE FOR LAST QUARTER 1977, 

LEAVING ONLY 20 PERCENT OF IMPORTS TO BE FINANCED BY CENTRAL 
BANK AT THE OFFICIAL RATE. WE UNDERSTAND THIS DEPARTURE FROM 
PAST PRACTICE UNDER WHICH CENTRAL BANK USED OFFICIAL RESERVES 
TO MEET GAPS IN PARALLEL MARKET FINANCING. 

2. GOE ACTION COICIDES WITH STATEMENTS BY DR. KAISSOUNI 
SINCE IMF STANDBY AGREEMENT SIGNED IN APRIL THAT GOVERNMENT 
WILL MAKE EVERY EFFORT SHIFT LARGE SEGMENT OF IMPORTED ITEMS 
TO PARALLEL MARKET PARTIALLY TO RATIONALIZE DISTORTED 
PRICING SYSTEM. ONE DESIRED EFFECT OF SUCH ACTION WOULD BE 
TO SLOW DOWN IMPORTS (GIVEN LIMITED AVAILABILITY OF PARALLEL 
MARKET FUNDS). 

3. IN DISCUSSION ABOVE POINT, EGYPTIAN BANKERS TEND 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 CAIRO 16229 291541Z 

GENERALLY TO SUPPORT THIS VIEW AS PARALLEL MARKET FX APPEARS 
IN SHORT SUPPLY THROUGHT EGYPTIAN BANKING SYSTEM. 

HOWEVER, MANAGER OF LOCAL U.S. - EGYPTIAN IOINT VENTURE OPERATION 
BELIEVEE EFFECT MIGHT BE LESS DRAMATIC, AS HIS OPERATION HAS 
SURPLUS OF PARALLEL MARKET DOLLLARS AMOUNTING TO ROUGHLY $100 
MILLION. WHILE THIS AMOUNT COULD NOT MEET TOTAL THIRD QUARTER 
DEMAND, IT COULD POSSIBLY HAVE MITIGATING EFFECT ON INTENDED 
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